In countries with relatively small firms, entrepreneurial morality is determined by the influences that shape the values, the personality and the character of entrepreneurs as owners and managers of their enterprises. To shed some light on the processes involved we estimate an ordered probit model using data from 1643 enterprises, which were collected in Greece in the spring of 2006. We find that localized and generalized morality, the family and the educational environment, the level of education, the size of firms, and the moral factors that contribute to success in business, determine entrepreneurial morality in a statistically significant way. By contrast, even though we experimented with such other influences as the age of enterprises, the gender of entrepreneurs, the location of schools where they grew up, etc., none of them turned out to exert perceptible impacts.
Introduction
The contribution of large multi-product enterprises to the introduction and diffusion of innovations, the growth in productivity via economies of scale and scope, the expansion of employment opportunities, etc., at least from the beginning of 1980s began to show signs of severe deceleration. In this light many researchers turned their attention to small-scale enterprises, since they appeared to be exceptionally dynamic. But at the same time their newfound vitality was accompanied by many problems that ought to be confronted, if national economies were to benefit significantly. The study of these problems and the policy approaches to alleviate them in general and in particular country environments gave rise to a new field, i.e. the field that focuses on the economics of Small and Medium-scale Enterprises or SMEs.
To understand the diversity of issues that are associated with the size of enterprises it is convenient to recall the fundamental distinction between ownership and control. In large multiproduct enterprises, for reasons that need not occupy us here, ownership has separated from everyday administration and control, in the sense that others are the owners and others are those who take the decisions and manage their affairs. In turn, this separation, in conjunction with the observation that decisions in such enterprises affect large groups of stakeholders like employees, suppliers, banks, stockholders, etc., brought into the forefront of public interest a large array of problems that required the attention of economists, lawyers, politicians, regulatory and other public agencies, sociologists, etc. Thus, from their efforts emerged an area of research and educational activities, as well as applications, which has come to be known in practice and referred to in the literature as Corporate Governance. 1 One subject that has attracted particular attention in this field concerns the influences and the processes through which they shape the moral conduct of managers and administrators. An indication of the keen interest it has attracted is the huge number of papers published in special-
ized journals like The Journal of Business Ethics, The Electronic Journal of Business Ethics and
Organization Studies, The Journal of Markets and Morality, etc. Another is the number and the variety of relevant academic courses offered in the majority of universities; and still a third manifestation is the vast amount of laws and institutional arrangements that have been adopted locally and internationally in order to safeguard the moral conduct of professional managers.
On the contrary, in the field of small and medium size enterprises, in which the operations of ownership and control coincide as a rule in the same person, i.e. the entrepreneur, 2 our knowledge is scanty. The reason is that, while researchers have conducted extensive inquiries regarding the motives, the personality, the objectives, and the strategies of entrepreneurs, the influences and the channels through which they shape their moral values have not received attention. To corroborate this claim, it suffices to note the following. As evidenced by the survey paper by Quinn (1997, p. 123) , the literature that investigates the ethical attitudes of entrepreneurs in relation to their gender, age, working environment, and various personality traits is voluminous. Vyakarnam, Bailey, Myers, Burnett (1997) examined the ethical dilemmas faced by entrepreneurs and the morality of their decisions in the light of their working circumstances, values and views about social responsibility. Solymossy, Masters (2002, pp. 228-9) researched the differences between the entrepreneur's own values and his behavior in confronting various ethical questions in decision making. Morris, Schindehutte, Walton, Allen (2002) focused on the relationship between the ethical environment in a firm and the mechanisms in place to safeguard ethical standards. Several studies have stressed the differences that characterize the behavior of entrepreneurs relative to that of managers in large enterprises (i.e. Teal, Carroll, 1999; Solymossy, Masters, 2002; Hanaffey, 2003; Bucar, Glas, Hisrich, 2003, pp. 266-9) . Moreover, Trevino (1992) and Elm, Nichols (1993) looked into the ethical conduct of entrepreneurs and managers in relation to the organization of the firm, the nature of the work environment, the existence of moral training programs, etc., while Fassin (2005) describes various unethical practices of managers and entrepreneurs and the reasons behind such behavior. From this brief survey it emerges that there are few studies regarding the formation of entrepreneurial values and those that exist stress mainly the influence of religion (i.e. Gay, 2002; Cornwall, Naughton, 2003 , Dodd-Drakopoulou, Gotsis, 2007 , Noble et all. 2007 ).
The lack of interest in the determinants of entrepreneurial morality in large countries would not be unexpected, since the moral behavior of managers there is shaped by the codes of ethics that have been put in place and the institutions of corporate governance to which the responsibility for their monitoring and enforcement has been assigned. But in countries like Greece, where the size of productive and commercial units is predominantly small, the factors and the channels through which they determine the moral values of entrepreneurs constitute important is-sues. This is so because the morality of entrepreneurs: a) influences their behavior toward consumers, employers, other entrepreneurs and the public sector; b) influences the level of morality that prevails in society, and c) determines the cost of transactions, tax evasion, corruption and other adverse conditions in business (see e.g. Yaffey, 1998 , Gossling, 2003 . 3 Hence, the more the relevant literature links economic growth to the transparent functioning of markets and institutions, the more the governments in small countries should be interested in the factors and processes that shape entrepreneurial morality in order to design and implement effective economic and social policies.
In light of the preceding remarks, our objective in the present paper is to shed some light on the probable forces and processes through which they determine entrepreneurial morality. To this end, in the next section we do two things. First, we develop several hypotheses regarding the formation of moral norms by individuals in general and entrepreneurs in particular. Given that at present there is not a single unified framework for the analysis of the issues involved, we adopt an interdisciplinary approach by drawing on related theories from psychology, sociology and economics. Secondly, we propose an econometric model, which expectedly upon estimation will enable us to test empirically these hypotheses. Section 3 describes the nature of our data as well as the definitions and the measurement of the variables that enter into the model in the stage of its estimation. As the data derive from a questionnaire addressed to entrepreneurs in Greece, in the same section we take considerable pains to explain our choices regarding the design of the questionnaire, the procedures for selecting the subjects of our study, and the conventions used for translating categorical into measurable variables. Then, in Section 4, we describe the estimating methodology and the various tests that we performed, taking into consideration that the dependent variable in the model is measured on a Likert scale. In Section 5 we present the results from alternative specifications of the model and then go on to comment on their statistical properties and interpretations. Finally, in Section 6, we summarize our findings and make a few suggestions for further research.
Towards a theory of entrepreneurial morality
Economists have worked out theories that are very helpful in understanding the process of decision making by economic agents. Unfortunately for entrepreneurial morality no such framework of analysis exists. Consequently, for the time being the only alternative approach consists of four tasks. That is, first, to develop certain hypotheses by drawing on the views that have been expressed regarding the processes by which human beings form their moral values; second, to embed these hypotheses into a model capable of confirming or refuting their validity; third, to estimate the model with the help of pertinent data and methods; and, lastly, to employ the estimated model to conduct a series of tests in the expectation that from their results we will be able to highlight the issues under consideration. Here we turn to the first two of these tasks.
Views and hypotheses about the formation of moral values
Over the ages the importance of morality in society has been highly contested. But to our minds there has been no better sum-up of where the debate stands than the following passage from a fictitious dialogue between Voltaire and Pope Benedict XIV, which according to Durant, Durant (1967, IX, p. 791) took place somewhere in the grateful memory of mankind:
Voltaire: I still think that philosophers can dispense with morality. Pope Benedict XIV: How naïve you are. Are children capable of philosophy? Can children reason? Society is based upon morality; morality is based upon character; character is formed in childhood and youth long before reason can be a guide. We must infuse morality into the individual when he is young and malleable; then it may be strong enough to withstand his individualistic impulses, even his individualistic reasoning. I am afraid you began to think too soon. The intellect is constitutional individualist, and when it is uncontrolled by morality it can tear society to pieces."
From this it follows unequivocally that morality is an indispensable ingredient for the well being of society and that the only open question is to understand and, if possible, identify the processes by which it takes roots and flourishes.
Most informative in the regard are the contributions by Kohlberg (1969 Kohlberg ( , 1973 . For they highlight the processes by which individuals acquire cognitive skills that help them resolve moral dilemmas.
In particular, drawing on Elm, Nichols (1993, p. 819 ), Kohlberg's theory maintains that individuals develop such skill through exposure to education and socialization in levels and stages as follows:
Preconventional level: Stage 1: punishment and obedience orientation (will I be caught?).
Stage 2: instrumental relativist orientation (what will I get out of it?).
Conventional level: Stage 3: good boy/nice girl orientation (be a good person).
Stage 4: law and order orientation (laws promote social welfare).
Postconventional level: Stage 5: social contact legalism orientation (societal standards apply through consensus).
Stage 6: universal ethical principle orientation (ethical principles chosen regardless of society).
Presumably the first three stages cover the years of childhood and adolescence. In these years individuals form their character by interacting early on with their parents and siblings, and subsequently with their friends and fellow students in the school, which is also a period of learning how to assimilate in groups pursuing various objectives. That is why researchers agree unanimously that the environments of family and school, where youngsters spend their formative years, are very crucial in acquiring ethical norms to balance their individualistic choices with family and group interests. 4 Hence, on account of these considerations, we can state the following hypotheses with respect to individuals as entrepreneurs:
H.1: Entrepreneurial morality should be positively related to the ethical values that prevail in the family environment in which entrepreneurs spend their formative years.
H.2: Entrepreneurial morality should be positively related to the ethical values taught and practiced in the schools where entrepreneurs receive their primary and secondary education.
In other words, given that it is the family and the school to which society entrusts the supreme responsibility for providing moral guidance to youngsters, what these hypotheses stake is that the morality of those who pursue entrepreneurial activities should be related positively to the moral norms that are promoted and enforced by the respective institutions.
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Stages 4 and 5 in Kohlberg's schema coincide with the years over which individuals leave the protected environments of the family and the school and integrate into the wider society by taking hold of their responsibilities and destinies. According to the so-called Integrative Social
Contract Theory (ISCT), as summarized, for example, in Bucar, Glas, Hisrich (2003) , during this period individuals come to face with the prevailing social or generalized morality, which is embodied in the laws and institutions of society. From this encounter they are bound to develop some degree of respect for social arrangements and to determine their behavior accordingly. By implication, this analysis leads us to the following hypotheses:
4 A detailed and thorough analysis of this proposition may be found, for example, in McClelland (1961) . 5 Hannafey (2003, p.106 ) provides qualitative evidence according to which the core values implanted by family members, teachers, and mentors early in life may influence or even determine an entrepreneur's ethical standards. For more evidence on this point, see Teal, Carroll (1999, p. 231) , Solymossy, Masters (2002, pp. 228-9) .
H.3: For entrepreneurs the state of morality that counts most is the morality that characterizes their close business environment. Therefore, the degree of morality that prevails in their enterprises and the particular markets in which they deal would be expected to influence entrepreneurial morality perceptively and in the same direction.
H.4: Since entrepreneurs exercise their activities within markets and sectors that are embedded in a wider economic and social environment, our expectation is that the level of social morality affects entrepreneurial morality significantly. 6 But we are uncertain regarding the direction of this influence, because of the confounding effects of the factors involved.
To explain the last point, it suffices to give an example. According to Bucar, Glas, Hisrich (2003) the level of entrepreneurial morality is inversely related to the cost of government because the latter aggravates regulation and corruption. On the other hand, Spence, Rutherford (2001) and Daly, Mattila (2004) have found that when entrepreneurial morality is in line with social morality the rates of survival and growth of enterprises increase. Now assume that in the model it is impossible to control for the cost of government. Then the latter's negative effect would be confounded with the positive effect of generalized morality and the net effect on entrepreneurial morality would depend on which of the two influences would be stronger. But this is an empirical question about which nothing can be said on an ex-ante basis.
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Aside from the preceding, a plethora of other subsidiary factors may influence entrepreneurial morality. For example, one may be the age of entrepreneurs, so it would be quite interesting to test for the commonly held view that the level of morality from older to younger entrepreneurs declines. Another is the gender of entrepreneurs because, if it were true that female entrepreneurs are characterized by higher morality than male entrepreneurs, there would be one additional and indeed good reason for the recent policy initiatives in favor of female entrepreneurship. And still a third factor may be the nature of structural policies pursued by governments, since from the available evidence it transpires that such policies lead to corrupt business practices. In short, in addition to providing the apparatus for testing the four core hypotheses, the model should allow enough flexibility to experiment 6 From Gossling (2003) we know that the morality of entrepreneurs is conditioned by formal and informal structures of rules and sanctions, which, as applied by the institutions of society, define the level of social or generalized morality. Thus this hypothesis is in line with the available literature. But all evidence that corroborates it is qualitative, whereas our objective is to test it empirically. 7 In addition there is another difficulty. This has to do with the possibility that the influence from generalized to entrepreneurial morality may run in both directions. For if, as Payne, Joyner (2006) find, the morality recognized and practiced by entrepreneurs is consistent with the generalized morality of their times, then the influence between entrepreneurial and generalized morality should be by-directional.
with other less important determinants of entrepreneurial morality.
The theoretical model
To distinguish on a statistical basis the important from the unimportant determinants of entrepreneurial morality, we start by postulating that the morality that characterizes every entrepreneur i in our data derives from a model of the following general form:
where the various symbols stand as follows: =Other determinants to be specified later on.
The question mark in the parenthesis splits the set of explanatory variables into two subsets. The one on the left includes variables that are considered endogenous in the sense that they are explained by some other equation in the system, whereas the other on the right comprises all variables that are exogenous and/or predetermined.
The mathematical form of (1) is unknown. Hence it requires further specifications. To this end we hypothesize that f can be approximated by a linear relation, thus leading to the form:
in which the revised symbols have the following meanings. First, the variables marked by an asterisk are endogenous in the above sense. Second, the vector 0 1 3 4 , , , , a a a a denotes the parameters of the model. Third, the three full stops imply that there are more independent variables with which we will experiment later on in the estimation stage. Finally, the term t e represents random disturbances caused by a multitude of unknown but less significant influences that are omitted.
The completion of the model at this point would require the specification of predictions regarding the direction of influence of the independent variables. This implies that, by drawing on the hypotheses that were developed in sub-section 2.1 above, we would impose some a priori restrictions on the signs of the parameters 0 1 3 4 , , , , a a a a . However, depending on the way that i EM is defined and measured, the interpretation of the parameters in (2) may differ from that in a normal regression. This is so because, as we shall argue later on, when the observed values of the dependent variable are discrete, the parameters in question do not correspond to the derivatives of i EΜ with respect to the independent variables. For this reason, the discussion of the issues regarding the meaning and the direction of influence of independent variables on entrepreneurial morality is postponed until the empirical section of the paper.
Thus, having specified the theoretical model, we are ready to describe the set of our data, the procedures that we employed to collect them, and the definition and the measurement of the variables that enter into the empirical model in the stage of its estimation.
Data, definitions and measurement of variables
Soon after we conceived of the idea for this paper we became aware from the excellent review of behavioral research by Podsakoff, MacKensie, Lee, Podsakoff (2003) that the certainty of whatever evidence we obtained regarding the determinants of entrepreneurial morality would depend on the quality of the data that we would be able to collect and on the methods by which we would estimate and experiment with the model. For this reason, in every step on the way from the design of the questionnaire, to carrying out the interviews and controlling the selection of the respondents and finally compiling the data and estimating the model, we calibrated our research efforts as closely as possible to the best practices. In this section we explain how we collected the data and how we define and measure the variables that enter into the estimated model.
Questionnaire design and implementation
Our target group was the small and medium-size enterprises in Greece that are managed by their owners. Over 170 university students, who attended an undergraduate course in entrepreneurship in the spring of 2006, and whom we trained specifically for this task, were involved in collecting the data. Each student selected at least 10 enterprises operating mainly in the regions of their origin and described in a term paper how many enterprises were contacted, how many of them declined to participate, etc. Our instructions called for the students to select enterprises with which they were familiar and had some degree of access to entrepreneurs. Moreover, the enterprises that they selected ought to conform, to the extent possible, to the following general criteria: a) they preserved the sectoral proportions that prevail in the Gross National Product; (b) at least 1/3 of the enterprises were established before 1980 ("old" enterprises); (c) the enterprises employed at least 3 but not more than 100 employees; and (d) at least 1/3 of the enterprises were located outside the region of Attica.
The questionnaire was not administered anonymously because we wished to retain the option to validate the participation of the entrepreneurs who were interviewed. However, to encourage participation and honesty in the responses, we supplied all respondents with a letter in which we pledged our unequivocal commitment to safeguard their identity secret under any circumstances. Thus, after making sure by random cross-checking that the sampled entrepreneurs had been interviewed precisely as reported by the students involved, and after eliminating 85 questionnaires that came from enterprises employing less than 3 and more than 99 employees, we ended up with 1643 questionnaires that satisfied roughly the above mentioned criteria.
However despite the large size of the sample and the meticulous attention we paid to detail, a word of caution is in order. This is that we may have escaped the bias of self-selection, but perhaps not of common method, because all our data come from a uniform questionnaire and a uniform interviewing process across all sampled entrepreneurs.
Next, with respect to the structure of the questionnaire, we realized that the studies of morality in large enterprises follow two approaches. On the one hand, there are those that investigate the ethics of applied policies, which are action-based in the sense that they are concerned with the ethical nature of the activities of managers, whereas on the other there are the studies which are agent-based in the sense that they investigate the moral attitudes and behavior of managers themselves. At an early stage we adopted the first approach because we believed that it would provide us with relatively objective information. Thus, we constructed a questionnaire with questions intended to trace the effect of entrepreneurial actions on such variables as advertising, the pricing of goods and services, the relations with workers and employees, the relations with suppliers and banks, and other similar activities. But after applying it to a small sample of entrepreneurs, we concluded that their responses involved seri-ous gaps and contradictions and switched to the second approach. In doing so we were encouraged also by the thought that this approach links with the philosophical foundations of ethical theory, according to which individuals tend to respond favorably when the behavior by others is in line with such virtues as fairness, integrity, consistency, wisdom, temperance and courage, and loyalty (see Dobson, 2004) .
To conclude, given that: a) the sample covers a large number of enterprises dispersed throughout Greece; b) the interviews were conducted by a large number of students trained for this task; and c) the interviewing process was implemented as planned, we trust that the quality of the collected data is sufficiently good to support the estimation of the model and the tests of the hypotheses to be performed with it.
Basic characteristics of the sample
According to provisional data, 3,3% of the Gross Domestic Product in Greece in 2006
was contributed by the primary sector, 20,7% by the secondary sector, and 76% by the tertiary sector. The corresponding structure of our sample is as shown in Table 1 . Comparing the latter data with the ones from the national income accounts, we observe that they coincide with regard to the relative contributions by the three sectors. In particular, the sector of services ranks first, followed by manufacturing and agriculture in the same order. However, the absolute percentages of the contributions differ as our sample is biased towards the small and medium-size enterprises, which are more numerous in agriculture and manufacturing than in services, but due to their limited size they do not contribute as much to the Gross National Product.
The regional distribution of the enterprises in the sample is shown in Table 2 . From this it turns out that 65,3% of them comes from the region of Attica, 31% from other regions of the country, and the remaining 3,7% originates in Cyprus. This particular variation in the sample is important because it may enable us to trace the effects of independent variables on entrepreneu- How the enterprises in the sample are distributed on the basis of the year they were established is shown in Table 3 . From this it turns out that 35,9% was founded in the decade 1995 -2006 , 30,5% in the decade 1994 -1985 , and 12,6% in the decade 1984 -1975 to discriminate between "old" and "new" entrepreneurs, we assumed that 1980 was a reasonable cut-off year, because it was close to 30 years of working life, after which normally entrepreneurs withdraw. On this basis, 371 enterprises (22,6%) were deemed to belong to "old" entrepreneurs, whereas the 1272 (77,4%) were presumed to represent "new" entrepreneurs. For reasons that will become obvious shortly and have to do with the values of the entrepreneurs, it is also of interest to display their distribution on the basis of the location in which they spent their formative years. As we observe from Table 5 , 32,8% of them grew up in villages and small cities, while the rest 67,2% were raised in the region of Attica or in large cities. Finally, in Table 6 it is seen that half of the entrepreneurs in the sample grew up in regions that had commerce as their basic wealth-producing activity, whereas the percentages of entrepreneurs from rural areas and regions with manufacturing activities were 30,5% and 7,1%, respectively.
From the above it follows that our sample is composed of entrepreneurs with the following characteristics: (a) They are active mostly in the sector of services with emphasis on commerce; (b) they exercise their entrepreneurial activities mainly in the region of Athens; (c) they are relatively young in the sense that they started their enterprises after 1980; (d) they have to a large extent university level education; (e) they grew up in Athens or in large urban centers; and, finally, (f) although male entrepreneurs dominate the sample, the percentage of female entrepreneurs is by no means low.
A methodological note
The questionnaire provided us with two types of information. The first was information that could be quantified using the scale of absolute numbers. Such was, for example, the number of workers employed. This could be measured by reference to the scale of absolute numbers because, if enterprises A and B employ 5 and 10 workers, respectively, we can say not only that B employs more workers than A, but also that B employs two times as many workers as A. On the contrary, the second type of information related to the views that entrepreneurs hold with regard to moral judgments and other non-quantifiable attributes. In behavioral research the latter are measured with the help of various scales. In our analysis we shall use the Likert scale. To define it, consider the responses that can be categorized as: very successful-moderately successful-not successful-moderately unsuccessful-very unsuccessful. A Likert scale would amount to associating with these categories the numbers 5 4 3 2 1. This clarification is of importance for at least the following two reasons.
First, observe that the numbers 5 4 3 2 1 represent an ordinal level of measurement, i.e. 
This equation gives the value of the variable ˆt M as a function of the variables , and 
where t M is an observable index of the unobservable variable ˆt M .
In the next section we shall explain how the above technique is employed to derive indices for the latent variables in the model. But before turning to this task, an important remark is in order.
In Section 2 we postulated that by drawing on various strands of relevant literature it is possible to test the hypotheses H.1-H.4 by setting up a framework of analysis like equation (2). By the standards of Confirmatory Factor Analysis (CFA), as described, say, by Stevens (1996, p.389) , this would be methodologically sound if there existed a strong theoretical and/or empirical foundation that allowed us to specify in advance an exact model of the processes and the elementary forces that shape entrepreneurial morality. But as we argued in the introduction and it turned out from the ensuing presentation this is hardly the case, and hence, the grounds for adopting equation (2) are feeble. Moreover, since our prior knowledge regarding the factors that load onto , , , and (3) and (4) we can apply Exploratory Factor Analysis (EFA) to test for the degree to which the measured variables used in the estimations represent the hypothesized constructs that appear in equation (2). These are the methodological uncertainties that explain why in the title of the paper we refer to the results not as evidence, but as indications about entrepreneurial morality in Greece.
Definition and measurement of variables.
As indicated above, the dependent and most of the independent variables in equation (2) are unobserved. Hence, they must be approximated with the help of relevant information from the responses of the entrepreneurs in the sample. But for each of these variables relevant information can be extracted from more than one response, because some questions were structured so as to 
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The morality that prevails in the immediate or local business environment is approximated by two indices. The first of them, labeled 29 X , is based on the cost in terms of the time that entrepreneurs in small and medium scale enterprises devote for monitoring the ethical behavior of their employees, suppliers and customers, as well as for enforcing sanctions in case of transgressions.
To construct it, we asked the sampled entrepreneurs to rate the time they spend in these functions as: a) very high, b) quite high, and c) low, and then associated with them the scale 1, 2, 3.
As for the second index, labeled 30 X , this was built from the answers to a question whether the respondents were more or less willing to pay their taxes when they founded their enterprises relative to the time of the survey. Since the question addressed directly the tax-paying attitudes of the entrepreneurs themselves, but referred to how these attitudes had evolved since past times, this index is a lagged proxy of the index 32 X , and as such it could be viewed as a particularly dynamic determinant of localized morality.
The variable of generalized morality, i GM
To capture the influences on entrepreneurial morality of generalized morality, we constructed five indices, labeled 21 X , 23 X , 24 X , 34 X and 35 X . The rationale for adopting the index 21 X is found in the literature where it is argued that the society and its institutions influence entrepreneurial morality. 9 To construct it we asked the respondents to tell us what they thought about the view of the general public regarding unethical economic transactions. In particular, we asked them to express their opinion by selecting one of the following alternatives: a) the society is strongly opposed; a) the society is moderately tolerant; and c) the society is quite tolerant. Thus, we built 21 X by making use of the scale: 3, for strongly opposed, 2, for moderately tolerant, and 1, for quite tolerant.
Next, to gain some insight into the status of entrepreneurs in their communities, we asked the ones in the sample to describe how people in their immediate business and family environments perceived them as individuals. More specifically, we asked them to select one from the fol- Lastly, the index 34 X was designed to capture the influence on entrepreneurial morality of public policies and emanates from a question that we put to the respondents to characterize those whom they think that benefit from state subsidies. The items from which they chose were: a) 341 Xthe active and innovating entrepreneurs; b) 342 X -the dishonest; c) 343 X -those with party connec- where they spent their formative years. In another question we asked whether the entrepreneurs had received adequate moral guidance during their elementary and high school education. From the answers we built index 16 X , which takes the values 3, for strong moral guidance; 2, for moderate moral guidance; and 1, for no moral guidance at all. Last, but not least, we asked the sampled entrepreneurs to rank the severity of disciplinary practices they had been subjected to in the schools they had attended for moral transgressions. The choices were 1 (none), 2 (moderate), and 3 (very stiff) and from their answers we constructed index 19 X .
The variable of family environment i FE
In the pilot application we realized that it was rather impossible to obtain good quality information regarding the family environment of entrepreneurs. For this reason in the main application we concentrated exclusively on questions regarding the assistance entrepreneurs received from their families, how they had acquired their enterprises, which were their plans for the future, etc. From their responses to this group of questions we composed several indices. Two of them, labeled 16 X and 25 X , were selected as determinants of the family influence.
The former indexes the nature of the assistance entrepreneurs received from their families, with choices from the scale: a) material, b) moral, c) both, and d) none at all, whereas the latter addresses the encouragement entrepreneurs were prepared to offer to their children to become entrepreneurs.
Other relevant variables
In the estimation we investigated also the impact of several other factors. For example, we experimented with the age of the enterprises, the number of employees as a measure of enterprise size, the gender of entrepreneurs, etc. Our grounds for introducing these variables into the model could be traced to various stands of relevant literature documenting their importance as determinants of entrepreneurial morality. But as most of them failed to meet the standard criteria for statistical significance, it is unnecessary to describe their construction in more details.
The empirical model and its estimation
To find out whether the data confirm hypotheses H.1-H.4 or not, model (2) required some further specifications. In particular, in order to obtain reliable estimates of its parameters, it was necessary to ascertain that the error terms i e are distributed according to the standard normal distribution, which implies that the error terms must not be correlated with the independent variables. But in studies like ours, which are based on data extracted from questionnaires, the risk is ever present that this condition may be violated, because of possible biases from such anomalies as self-selection, common method variance, and other sources. Hence, aside from the precautions in the data collection stage, we were on guard during estimation to apply appropriate remedies.
The objective here is to explain how we confronted these concerns.
The estimated model
Since entrepreneurial morality is measured on a Likert scale, following Green (1997, pp. 927-930) , the appropriate econometric method of estimation is the Ordered Probit (OP). For model (2) this method is based on a regression of the type:
where ′ θ is a line vector of parameters i a , i X is a column vector of independent variables for entrepreneur i, and for the random errors it holds that (0,1) i e N ∼ ∼ ; Moreover, while the value ofˆt EM is unobservable, from the sample we observe the following values: 
Finally, in the light of the above specifications, the following remarks are in order.
(1) Model (5) GM were inserted back into (5) and the latter was estimated anew by applying the ordered probit estimator.
(2) The interpretation of the slope coefficients in equation (5) is different than that of the slope coefficients in Ordinary Least Squares (OLS). The reason is that in the probit model the effect of a change in an independent variable on the probability of the dependent variable to assume a given value is not represented by the corresponding slope coefficient, but by the expression:
where ϕ is the density of the normal distribution. From this it can be observed that the effect depends not only on the value of
LM but also on all other independent variables. This explains why Hoetker (2007, p.334) suggested that in computing equation (7) Prob( ) ) ) ) )
(4) The goodness-of-fit statistic in the probit model is not analogous to the coefficient of determination in the OLS. In the context of the probit model the literature offers a wide range of 2 pseudo-R measures, based on different formulae and resulting in different values for the same model. Consequently, the results will be reported and the inferences will be derived subject to the formula reported for this statistic by the econometric package STATA.
In short, equation (5) is estimated with the help of consistent systems techniques using the ordered probit estimator. Moreover, to make sure that the results are free from the customary biases that beset such types of research, we carry out the following tests.
Testing for selectivity
As we indicated in the previous section, the enterprises that participated in the survey were chosen by a large body of students from various regions in Greece and had to conform to certain general criteria. By implication, the magnitude of self-selection would be reflected in the percentage of enterprises that were contacted but declined to take part in the survey. To get an indication of this percentage, we looked in the term papers where the students were required to report all enterprises that they had contacted. From this investigation it turned out that the fraction of decliners was very small and that the sample might be free of self-selection bias. But this was only an indicative test and hence hardly reassuring. For this reason, in order to determine the presence of and to correct for self-selection bias, we perform a test based on Heckman's (1979) two-step procedure, as it was extended by Greene (1998) to allow for an ordered probit in the second stage. More specifically, this is how we proceeded.
In the spring semester of 2008 we repeated the sampling procedure anew, using essentially the same questionnaire, but with a different group of students. This time we collected 644 responses from owners-entrepreneurs of SMEs that had not been included in the 2006 sample.
Thus, assuming that the 2008 sample is representative of the enterprises that were omitted from the 2006 sample, in the first step we estimate a binary probit model for survey participation using the observations from both samples. This model takes the form:
where 1 i S = if a firm participated and 0 otherwise; ′ γ is a line vector of parameters i γ ; ι Ζ is a column vector of exogenous variables for entrepreneur i, and i u stands for random errors having the standard normal distribution. In addition, we adopted the following assumptions: a) the variable i EM satisfies the ordered probit specification of equation (5) 
To determine if there is evidence of selection bias we conduct a t-test of the coefficient of the inverse Mills ratio. If 0 λ δ ≠ , there is evidence of sample selection bias, and hence, the presence of the Mills ratio in the estimated model captures the impact of this bias in the results.
Controlling for common method bias
The best practice in this front recommends various procedural and statistical remedies. In line with the former, we adopted four different approaches. First, in our letter we assured the respondents about our commitment to safeguard their identity and invited them to answer the questions as honestly as possible. Second, to minimize the likelihood that the respondents might fall into a pattern linked to Likert or semantic differential scales, we interspersed the open-ended questions throughout the questionnaire. Third, a few questions were purposely expressed in positive and negative ways and the answers were checked for consistency by reverse coding. Finally, in the measurement of variables, we varied the anchors and the endpoints of the Likert scales and avoided using bipolar numerical scale values (e.g. -2 to +2). However, given that we could not gauge with confidence the effectiveness of these precautionary procedures, in addition we conducted Harman's single-factor test.
The results of the tests regarding self-selection bias and common method variance are presented in the next section together with the coefficient estimates of the model and other test statistics. In the same place we comment on the robustness of the results and their implications for entrepreneurial morality in small countries like Greece.
Results and interpretations
According to Harman's test, if common method variance were a serious problem, we would observe either a single factor to emerge from factor analysis or one general factor to account for the most of the covariance in the dependent and independent variables. To this end, we performed factor analysis on all variables, extracting six factors with eigenvalues greater than one. Moreover, from this analysis it turned out that no general factor was apparent in the unrotated factor structure, with Factor 1 accounting for less than 11%. Therefore, in the light of these findings we were encouraged to conclude that our procedures before collecting the data, i.e. during the phases of the design and implementation of the questionnaire, as well as after collecting the data, have not introduced common method biases that would be of major concern.
Next, with regard to the selectivity test, we proceeded as follows. First, we formed the Z vector by excluding from the right-hand side of equation (5) arrowed line), we find that this entrepreneur: a) has a probability of 26.9% to be characterized by average morality; b) has only a 4.1% probability to be characterized by an index of morality higher than 10, and c) the probability that he may be characterized by morality lower than 10 is 70%. Therefore, the feeling that prevails among citizens that entrepreneurial morality in Greece is very low is remarkably consistent with the results from the estimated model.
Next, let us turn to the interpretation of the slope coefficients, which as was hinted to previously, do not correspond to the derivative of the dependent with respect to each of independent variables. To this effect, consider the influence on entrepreneurial morality of the generalized morality and the educational and family environments. If with the help of expression (9) Table 9 . From them it turns out that an increase by 10% in the index of generalized morality decreases the probability of the average entrepreneur to be characterized by an index of morality equal, say, to 7 by about 3.68%. On the contrary, the same percentage increase in generalized morality raises the probability of this entrepreneur to have an index of morality equal, say, to 8 by 3.77%. This finding suggests that, when the index of morality of the average entrepreneur is relatively low, improvements in generalized morality reduce the probability of the index to remain at the given level, perhaps because then typical entrepreneurs tend to view such improvements as occasions for resorting to opportunistic behavior. On the other hand, when the index of mo- Index of entrpreneurial morality Figure 1 rality for the average entrepreneur is relatively high, improvements in generalized morality raise the probability of the index to remain at the given level, perhaps because of the increased pressure on entrepreneurs to behave in morally transparent manners. Therefore the dilemma that emerges is how a society might switch from a regime of low to a regime of high entrepreneurial morality, since by themselves improvements in generalized morality may not be sufficient. In this regard, we consider the advice that Pope Benedict the XIV gave to Voltaire in their captioned dialogue exceedingly sound, because eventually the root of all morality has to do with the character of people.
Equally enlightening with the above, but somewhat puzzling, are also the results with respect to the next two variables in Table 9 . From them it emerges that the effects of changes in the schools and in the family on the probability of entrepreneurial morality run in directions that depend on the prevailing level of entrepreneurial morality. In particular, at low levels of the index i EM improvements in the educational (family) environment contribute positively (negatively) to the probability that this index may remain at the given level, whereas at high levels the marginal effects are reversed. This finding contradicts partly our hypotheses H.1-H.2, because the indices of schooling and family environments were expected to influence the probability of the index of morality of the average entrepreneur in the same direction. But as we argued above, our model is not robust with respect to the signs of these variables since, had we chosen the estimates in which Lastly, a few comments are in order regarding the remaining variables in Table 9 . Referring first to Table 9 that the view of entrepreneurs regarding the factors that contribute to success in business, In conclusion, localized and generalized morality, the schooling and the family environments, the level of education, the size of the firm and the moral factors for success in business have emerged as significant determinants of entrepreneurial morality. Also, for small countries like Greece we found that the morality of the average entrepreneur: a) is far more likely to be low than high; b) may not be expected to improve with improvements in generalized morality and the size of enterprises, because at low levels of i EM the marginal effects of these determinants would be negative and c) may be expected to improve with improvements in the level of education and particularly in the moral factors for success in business, because at low levels of i EM their marginal effects would be positive. However, with regard to the marginal effects of schooling and family, our findings are uncertain mainly because the estimated model lacks robustness with respect to the signs of the respective variables.
Synopsis, conclusions and suggestions for further research
The bibliography that refers to the level and evolution of entrepreneurial morality focuses mainly on the behavior of managers in large enterprises. This is justified because in the developed countries a high percentage of GNP is produced by multi-product enterprises, in which groups such as employees, suppliers, bankers, shareholders, etc. hold significant economic stakes
On the other hand, in many small countries the economies are dominated by enterprises in which ownership and control coincide in the same person, the entrepreneur. In such countries entrepreneurial morality is determined not by the provisions and institutions of Corporate Governance, but by the processes that shape the character and the behavior of entrepreneurs. Unfortunately in this case the relevant bibliography is poor. This realization explains why we undertook this study, even though we knew from the very beginning that we would face many difficulties.
To shed some light on the factors that determine entrepreneurial morality in small countries we employed the responses to a questionnaire from 1643 entrepreneurs in Greece. In the light of the well-known methodological difficulties that accompany such studies, we paid attention to procedures both before and after collecting the data. We trained and guided our university students to follow closely the criteria for selecting their samples of entrepreneurs and completing the questionnaire. In a pilot phase we tested and revised the structure of the questionnaire and the language used in the questions. When extracting from the questionnaires the variables we were careful with their definition and measurement. And last but not least, before estimating the model, we run tests for selectivity bias and common methods variance. Fortunately no remedies were required because these test showed that our data are free from such biases. However, in view of the methodological uncertainties that beset studies based on questionnaires, we have considered it pertinent to offer our results not as evidence, but as indications about the determinants of entrepreneurial morality in small countries.
In particular, our results showed that entrepreneurial morality is influenced significantly by localized and generalized morality, the educational and the family environments, the level of education of entrepreneurs, the size of firms and the moral factors that contribute to success in business. These findings confirm to a large extent the hypotheses H.1-H.4 and are in line with the perceptions that prevail among experts regarding the determinants of entrepreneurial morality.
But by virtue of the estimates obtained from the model and the tests performed with it, we were able to quantify their independence and carry out analyses that have escaped so far the reach of researchers. More specifically, drawing on the calculations with the preferred model, we were able to conclude that for the average entrepreneur the probability of entrepreneurial morality to improve through changes in its determinants depend on the level of i EM . For, if this index were low, improvements in generalized morality and the level of education would increase its probability to improve, whereas if entrepreneurial morality were high, the marginal impact of such factors would be in the opposite direction.
Finally, we should like to point out that our approach might be extended in various directions. One would be to investigate the evolution of entrepreneurial morality over time. Another, and very interesting one, would be to include entrepreneurs from countries with different languages, cultures, religions and entrepreneurial orientations, since in this way it would possible to differentiate their impact in entrepreneurial morality. Still another would be to investigate the role that the family plays in the conception and realization of entrepreneurial ideas. 
